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Preliminary  Discussion  of  Canadian  Drug 

Purchasing  Programs 


The  Group  Insurance  Commission 


"Drug  Imports  Requested  for  State  Workers" 

The  Boston  Globe  10/21/2003 

"Minnesota  to  Help  Residents  Buy  Canada  Drugs  Via  Web" 

ur*     *  -i-       **   -j-  i-  ^        -i   n  The  Wall  Street  Journal  WW2003 

Curtailing  Medicines  From  Canada" 

The  New  York  Times  11/11  /2003 

"FDA  Takes  Action  Against  Companies  That  Are  Importing 

Unapproved  Potentially  Unsafe  Drugs" 

Federal  Drug  Administration  Press  Release  9/0/2003 
"A  Plan  to  Import  Drugs  Safely" 

The  New  York  Times  1 1/01/2003  "U.S.  Court  Orders  Rx  Depot  to  Stop 

Importing  Drugs" 
"Brockton  to  Mull  Canadian  Drug  Plan"  Reuters  1 1/07/2003 

The  Boston  Globe  1 1/1 1/2003 

"FDA  Says  State  Exaggerates  Savings  On  Imported  Drugs" 

The  Wall  Street  Journal  1 1/07/2003 
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Overview  of  Current  Situation 
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•  Many  drugs  are  less  expensive  when  purchased  in  Canada. 
(30%  -  50%  less  than  full  retail  cost  in  US) 

•  Individuals  are  purchasing  medications  in  Canada,  either  in 
person  or  via  internet. 

•  In  response  to  the  Commission,  GIC  staff  prepared  this 
"first  cut"  overview  to  examine  the  issues  involved  in  the 
development  of  a  Canadian  drug  importation  program. 


•    Preliminary  issues  include: 

-  Legal  and  contractual  constraints 

-  GIC  programs  that  could  be  affected 

-  What  are  others  doing 

-  Estimated  costs  of  purchasing  drugs  in  Canada 

Group  Insurance  Commission  -  Policy  &  Program  Management 


•  Those  in  favor  of  Canadian  Purchasing: 

-  Unions:  NAGE,  SEIU,  AFSCME,  MOSES 

-  Senators  Barrios  and  Montigny,  Representative  Festa 

-  Editorial  boards  of  The  New  York  Times,  The  Boston  Globe 

-  Strong  public  opinion 

-  Advocacy  groups  like  Massachusetts  Senior  Action  Council 

•  Those  opposed  to  Canadian  Purchasing: 

-  Food  &  Drug  Administration 

-  MA  Biotech  industry 

-  Pharmaceutical  companies 

-  Editorial  board  of  the  Boston  Business  Journal 
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Importation  of  drugs  prohibited  by  federal  law. 

Congress  considering  reimportation,  but  latest  version  of  Medicare 
prescription  drug  bill  maintains  the  current  prohibition. 

-  Imports  from  Canada  would  be  allowed  only  if  HHS  certifies  safety,  which 
the  FDA  has  indicated  is  not  forthcoming. 

FDA  has  stepped  up  enforcement  and  warnings  on  safety 

-  Federal  judge  granted  request  to  shut  down  RX  Depot  (November  6) 

-  Informed  CanaRx  it  was  in  violation  of  law  (September  16) 

-  Issued  statement  that  "We  are... .committed  to  enforcing  the  law  against 
those,  whether  governmental  or  private,  who  ....import  illegal,  unapproved 
or  potentially  risky  medicines"  (November  6) 

-  In  response  to  Illinois  report,  raised  safety  issues  and  said  it  was 
"concerned"  that  the  plan  "would  be  in  direct  conflict  with  Federal  and  state 
law"  (November  6) 

Legal  liability  may  exist  if  GIC  promotes  Canadian  imports  in  spite  of 
FDA  objections 
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GIC  HMO  contracts  are  fully-insured  -  drug  component  is  not 
separately  priced.  In  addition,  HMOs  have  own  contracts  with 
PBMs.  Canadian  drug  purchases  would  require  those  contracts  to 
be  renegotiated,  and  their  GIC  contracts  renegotiated  as  well. 

For  its  self-insured  plans,  the  GICs  existing  contract  with  Express 
Scripts  might  have  to  be  renegotiated  and  revised  (for  remaining 
U.S.  business)  -  including  discounts,  pricing,  rebates,  etc. 


Group  Insurance  Commission  -  Policy  &  Program  Management 


PBM  services  are  sophisticated  and  complex,  need  to  support  variety  of 
functions  and  programs: 

-  Eligibility  for  135,000  lives 

-  Edits  for  duplicate  prescriptions,  quantity  limits,  age/sex  limitations,  prior 
authorizations,  drug/drug  interactions, other  claims  edits 

-  Drug  Utilization/Disease  management  programs 
Pharmacy  data  needs  to  be  available  to  support: 

Predictive  Modeling  Programs  (e.g.  Premier,  Resolution  Health) 

Early  Risk  Intervention  Program 

Risk  Adjustment 
Safe  and  prompt  dispensing  of  prescriptions 
Accurate  and  prompt  responses  to  member  calls 

These  services  have  been  purchased  only  after  an  extensive  and 
thorough  competitive  bidding  process 
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What  Are  Others  Doing? 


The  City  of  Springfield  has  sponsored  a  program  that  allows  its  employees 
and  retirees  to  purchase  drugs  from  Canada,  although  federal  regulators 
have  threatened  to  stop  this  practice.  Other  cities  (e.g.,  Boston,  Brockton, 
Cambridge)  have  also  indicated  interest. 

States  of  Minnesota,  Illinois,  Iowa  and  Wisconsin  are  considering  some 
type  of  Canadian  drug  purchasing  mechanisms.  However,  none  of  these 
states  have  any  programs  up  and  running. 

Minnesota  plans  to  create  a  Web  site  -  within  several  months  -  through 
which  medications  from  Canada  could  be  purchased.  Plan  -  to  be 
developed  -  would  provide  incentives  for  state  employees  to  purchase 
drugs  through  the  online  service. 
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Arrangement  with  CanaRx.  negotiated  prices 

Only  maintenance  medications  which  are  cheaper  than  in  US  are  covered 

City  sends  CanaRx  eligibility  file 

Member  sends  Rx,  patient  profile,  and  agreement  to  CanaRx 

Materials  reviewed  by  CanaRx  pharmacist,  Canadian  physician  rewrites  Rx 

CanaRx  sends  Rx  to  a  pharmacy,  which  fills  and  ships  medications  to 
patient 

CanaRx  bills  Springfield 

CanaRx  performs  functions  of  PBM 

Finalizing  data  exchanges  with  CanaRx  and  City's  US  PBM 


Group  Insurance  Commission  -  Policy  &  Program  Management 


•  Conducted  analysis  of  purchase  of  prescription  drugs  from  Canada 

•  Concluded  that: 

-  Drugs  could  be  safely  purchased  from  Canada 

-  Pharmacy  practice  was  equal  or  superior  to  Illinois 

-  Likelihood  of  drug  counterfeiting  less  likely  in  Canada 

•  Recommended  that  state  contract  with  a  non-domestic  PBM  for  non-HMO 
members  for  April  1,  2004 

"We're  not  going  to  do  anything  without  FDA  approval,"  Governor  Rod 

Blagojevich  AARP  Bulletin,  November  2003 
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tate  of  Illinois  -  continued 


Developed  a  list  of  drugs  that  could  be  ordered  from  Canada 
Estimated  potential  for  $90  million  in  savings.  But: 

-  $36  million  is  from  HMOs.  Since  premium  rates  are  already 
contracted,  HMO  members  unlikely  to  participate  in  any  Canada  plan 
until  contracts  reopened. 

-  $55  million  from  non-HMO  plans 

•  $21  million  to  members  in  waived  copayments 

•  $34  million  to  state  in  lower  drug  costs 

Savings  estimate  assumes  100%  of  all  eligible  prescriptions  filled  in 
Canada,  but  only  7%  of  current  prescriptions  filled  through  mail  order 

At  33%  participation  rate,  total  savings  of  $18  million 
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•  Some  US  manufacturers  restricting  shipments  to  Canada 

•  Canadian  National  Association  of  Pharmacy  Regulatory 
Authorities  have  asked  Canadian  federal  government  to 
ban  exports  to  US  through  concern  about  future  scarcity 
(November  13) 

•  Coalition  of  Manitoba  Pharmacy  -  asked  Illinois  to 
reconsider  its  proposed  drug  plan  (November  12) 
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Fiscal  Year  2003  GIC  Drug  Cost  &  Utilization 


Retail 

Mail 

Unclassified 

Total 

Number  of  Scripts 

Self-Insured  Plan 
(PPO  &  Indemnity) 

2,204,590 

479,428 

0 

2,684,018 

Fully  Insured  Plans 
(HMOs) 

1,000,876 

38,767 

29,675 

1,069,318 

All  Plans 

3,205,466 

518,195 

29,675 

3,753,336 

Drug  Costs 

Self-Insured  Plan 
(PPO  &  Indemnity) 

$84,061,000 

$52,265,652 

$0 

$136,326,652 

Fully  Insured  Plans 
(HMOs) 

$39,066,174 

$3,965,761 

$7,968,727 

$50,940,662 

All  Plans 

$123,067,174 

$56,231,413 

$7,968,727 

$187,267,314 

Source:  Express  Scripts  (Self-Funded  Plans)  &  Medstat  (Fully  Insured  Plans) 
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•  Total  GIC  Cost  -  All  Plans  =  $187  million 

•  Total  Number  of  Rxs  -  All  Plans  =  3.7  million 

•  Indemnity/PPO  Plans  Account  for  Bulk  of  Cost  and  Utilization 

-  73%  of  cost 

-  72%  of  prescriptions 

-  Mail  utilization  already  high  -  18%  of  Rxs  vs.  4%  in  HMO 

-  Mail  order  costs  alone  ($52  million)  exceeds  total  of  all  retail 
and  mail  HMO  Rx  costs  combined  ($51  million) 

•  For  analysis,  focus  of  Indemnity/PPO  plans  due  to: 

-  Preponderance  on  cost  and  utilization 

-  Record  of  member  comfort  with  mail  service 

-  Fewer  contractual  complications 
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stimate  of  Cost  Savings  -  Methodology 
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Took  cut  of  Indemnity/PPO  plans'  mail  order  data  for  the  time  period 
January  1,  2003  to  October  15,  2003. 

28  out  of  top  30  drugs  by  GIC  cost  account  for  40.5%  of  total  mail  cost. 

Compared  costs  of  these  28  drugs  to  prices  at  Canadian  internet 
pharmacy  in  Manitoba,  CanadaDrugs.com. 

Price  comparisons  are  estimates,  not  exact  comparisons  -  exact 
matches  of  unit  doses  not  always  obtained,  shipping  costs  not 
included,  any  additional  administrative  costs  not  calculated, 
CanadaDrugs.com  prices  were  snapshot  in  brief  time  period,  currency 
fluctuations. 
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Commonwealth  PPO  &  Indemnity  Plans 


Annualized  Calendar  Year  (2003)  Full  Cost  of 
Mail  Order  Scripts 

$67,117,024 

Minus  Estimated  Full  Cost  of  Generic  Mail  Order 
Scripts 

($12,819,352) 

Net  Calendar  Year  (2003)  Full  Cost  of  Brand 
Name  Mail  Order  Scripts 

$54,297,672 

*Estimated  Gross  Savings  from  Switching  100% 
of  Brand  Mail  Order  Drugs  to  Canada 

(22.7%  savings  estimate) 

($12,336,431) 

"Assumes  100%  of  ESI  brand  mail  order  scripts  switched  to  Canadian  Pharmacy 
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Below  Estimate  Makes  Several  Participation  Assumptions  &  Does  Not  Take  Into  Account 
Shipping  Charges  Paid  By  Member,  Nor  Additional  Administrative  Costs. 


100%  Switch 

50%  Switch 

Estimated  Gross  Savings  from  Switching  Mail  Order 
Scripts  to  Canada 

$12,336,431 

$6,168,216 

Estimated  Member  Savings  if  Co-Payments  are 
Waived  (73%  of  Gross  Savings) 

$9,005,595 

$4,502,798 

Estimated  Maximum  Commonwealth  Gross  Savings 

$3,330,836 

$1,665,418 

Estimated  Loss  of  Rebates  to  Commonwealth  Due  to 
Switch  From  ESI  to  Canadian  Pharmacy 

($1,900,418) 

($950,209) 

Estimated  Net  Commonwealth  Savings 

$1,403,013 

$701,515 
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•  Monitor  developments  in  Congress,  the  State  House,  the  Food  and 
Drug  Administration  and  other  states/municipalities  considering 
purchasing  drugs  from  Canada. 

•  Watch  the  major  drug  companies'  response:  may  limit  the  supply  of 
certain  pharmaceuticals  or  drive  up  foreign  Rx  prices. 

•  Work  closely  with  organizations  and  groups  on  both  sides  of  the 
issue  as  we  further  explore  the  issues  and  obstacles  in  developing  a 
Canadian  purchasing  program. 
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